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Therole of fintech in shaping
the future of capital markets

Financial technology solutions, once seen as a threat, are now being adopted by asset markets to improve their operations
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4 apital marketsareatan inflection
point. Fintech innovations are dis-
rupting and re-imagining their func-
tioning like never before. Thisis true

. across primary and secondary mar-

# kets, including those for equity and
bonds. Access to capital is no longer limited to pub-
lic platforms. Traditional forms have given way to
new-age platforms such as crowdsourcing, private
capital (exch and social i Ifone
looks at the recent fintech innovations, these have
broadly been in the areas of technology (business
use cases), talent (new skill sets), and transparency
(speed and availability of information).

Itisinteresting that unlike startups, capital
markets are regulated globally. They are mature
and follow a well-defined structure. Hence, any
overnight disruption in their business model or
approach is neither possible nor advisable. How-
ever, fintech innovationsin recent times have
enabled an “alternate thinking” approach, which
was rare so far. Be it legacy-driven tech architec-
ture, burgeoning manpower costs, or high

. commission-based fee income, all of it is being
challenged and changed by fintech.

" Take, forinstance, the collaboration between
capital markets and new-age fintech players. The
latteraren’t considered competition anymore.
Instead, they are working with market manage-

vators to create an ecosystem that lowers struc-

tural costs, makes meeting regulatory changes
easierand imp services for the.

PTI

indynamicsacross the capital markets value chain.
The third is robotic process automation (RPA).

fit: robots are being used to replicate tasks

A rccent report by the World Federation of

mentstoimpl efficiency pi The
focusareas for fintech in capital markets are auto-
mation, dataanalytics and intelligence, and cus-
tomersatisfaction through safe access.
Fintech-driven innovation is influencing signifi-
cant partsof capital markets' value chain, from sour-
cing capital to data and analytics services. These can
beclassified into four buckets. One is pre-trade, or

luded that fintech acuvnly in capi-

rfc d by humans, without disrupting existing
processes, The use ofRPA delivers cost savings,

tal marketsi ucture h: herareas
in financial services.

Now we look at the macro trends affecting the
capital markets industry. Fast changes in evolving
customer needsand internal pressurest to optimize
costsarei ingthetech
Given the mounting challenges, disruption

accessto capital. In India, ifunding platform:
and bond issuancesare in growth mode. Globally,
the Korea Exchange launched the Korea Startup
Market in November 2016 with blockchain technol-
ogy to enable equity shares of startups to be traded
inthe open market. Anotheris trade execution. Fin-
tech hasled to cost efficiencies and enhanced trad-
ingsecurity, thus helping end-customers. The third
lS post -trade semces lnvestment indistributed
ledger tect ing both in Indiaand
global markets. Changing regulaloxy and know-

through technol | innovation appears immi-
nem Fonnilance. slraleg‘lc cost reducllon is

1. Rising
demand l'or thlrd- rtysoluuons, particularly
around data management and client-focus, is
resulting in fewer, larger vendors providing a
wider range of services. Next, increasing demand
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y and quality; it also opti-

. The fourth is blockchain technol-
ogy. Distributed ledgers promise to revolutionize
the core processes in capital markets, yielding
richer data sets, universal data sources and distrib-
uted records. Clearing and settlement is an impor-
tant back-office process for which turnaround
time can be cut from three days to a few minutes.

Finally, what are the implications for capital
market players? While they are actively exploringa
broad range of usage cases, their success will be
driven not only by the stand-alone steps taken by
each player, but alsn through collabora(ion in an

thatch diti

Aol

mizes

services, are
fucllmg the use of analyucsal the chcnts end.

ing transactional efficiency
and spccd combmcd wnth bettcr customer data

Besides, is growthamong
sell side cllcnls
For

your-customer (KYC) services allow particip
access KYCmformallon in real -time. Here too,
Isecurity.

wesee fourkey fintech
themes. One s customer experience. Customer

dataandanal
---dala and

Founh is hfe 1
and d
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Jjourney analytics is the process of tracking and
Yo
the way usea
bi of avail 1 Istointeractwith

..up' to
mineand interpret dala toitsfull polenual

While fintech trends are disrupting the retail
side, entry barriers to capital markets remain high.
This opens up avenues for collaboration between
capital market players and emerging fintech inno-

an organization. Th experience will
lmprove if dam and analyucs are deploycd for

major
challenges for loday 'S capnal market players.
Moreover, recent fintech innovations are helping
inback-end technology, customer-facing solu-
tionsand middle-end automation.

Asfintech players grow, they will expand capital
markets not only by adding efficiency, but also by
creating value. Needless to add, Indian capital
market playcrs will need to adapt their models

Anotherisnetwork plalforms Connectwny is
being monetized through direct links between
parties intermediated by banks. The result is a shift

with fintech players with theaxm
ol‘ ing greater value for the fi
ecosystem asawhole.
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